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Q. Please state your name and business address.
A. My name is Thomas M. Bruce, Il and my business address is Cumberland Town Hall,

Finance Department, P.O. Box 7, 45 Broad Street, Cumberland, Rhode Island 02864.

Q. By whom are you employed and in what capacity?

A. Iam Finance Director of the Town of Cumberland (Cumberland). In this capacity, 1
am responsible for various functions of the municipal government organization such as
financial management and reporting, human resources, purchasing, information

technology and the collection of tax, water and sewer bills.

Q. Please summarize your professional experience in the local government industry.
A. Thave served state or local governments as a direct employee or as a computer
systems contractor in service to local governments since 1981. In addition to
Cumberland, I have served as Finance Director of the City of Woonsocket, Rhode Island
and the Town of West Warwick, Rhode Island. I have served with the City of
Providence, Rhode Island as Fiscal Officer, the Rhode Island Bureau of Audits and the
Rhode Island State Police Financial Crimes Unit as an Auditor and as Director of
Administration with the Johnston, Rhode Island Public Schools. From 1984 to 1989, I
developed, owned and managed a software firm devoted to local government and utility

firms which served various clients in twenty seven (27} states as well as in Canada.

Q. What is your educational background?
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A. Treceived a Bachelor Degree in Management, with a concentration in Accounting,
from Rhode Island College in Providence, Rhode Island in 1981. I have also completed

graduate courses in Accounting and Finance at the University of Rhode Island.

Q. Did Cumberland participate in PWSB’s last full rate case docket?
A. Yes, and at the outset of my testimony I would like to apologize to the Commission
for Camberland’s inexcusable disregard of this Commission’s rules in that docket. Thave

taken steps to ensure that this will not happen again.

Q. Please summarize Cumberland’s position in regard to the proposed PWSB
surcharge on Cumberland ratepayers.
A. From the perspective of fairness and equity, I believe that such a surcharge would

unfairly discriminate against Cumberland ratepayers.

Q. If the PWSB has incurred the cost of tangible asset taxation by Cumberland,
why shouldn’t the cost if the tangible taxes be recovered through a surcharge to
Cumberland ratepayers?

A. Primarily because the appropriate forum for resolution of this tangible tax dispute is
the Rhode Island Superior Court, not this Commission. There is an ongoing process in
Superior Court and it is this process that will determine the taxability (and the extent of
taxability) of the Cumberland located tangible assets owned by PWSB. A decision or
mutually agreed upon settlement will provide an accurate measurement of the tangible

tax liability. This measurement may or may not equal the actual tangible taxation to date.
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Q. How has Cumberland recognized revenue in regard to the PWSB tangible taxes

collected?

A. The Town has established a reserve in its fund balance specifically for the purpose of
any possible refund to PWSB in case of an unfavorable court ruling (in whole or in part)

or any refund as a result of a settlement process.

Q. There are at least two avenues that the PWSB will possibly receive, to some
extent, a recovery of funds related to this tax dispute. Is that correct?

A. Yes, cither through a Superior Court decision or through a mutual settlement. These
are the appropriate methods for possible recovery. Ibelieve that the discriminatory

billing of only Cumberland ratepayers is not an appropriate or fair method of recovery.

Q. Has Cumberland been taxing the tangible property of PWSB located in
Cumberland, including water pipes, for years?

A. Yes. Our current assessor, who took office in January 2001, confirmed this with
Cumberland’s previous assessors. For example, in 1997, PWSB’s tangible personal
property was valued at $7,534,277, and the tangible tax bill was $142,775. It was paid
without dispute. In 1998, PWSB’s tangible property was valued at $7,530,200, and the
tangible tax bill was $149,625. 1t was paid without dispute. In 1999, PWSB’s tangible
property was valued at $7,600,000, and the tangible tax bill was $152,456. It was paid
without dispute. In 2000, PWSB’s tangible property was valued at $7,700,000, and the

tangible tax bill was $156,541. It was paid without dispute. In 2001, PWSB’s tangible
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property was valued at $8,500,000 and the tangible tax bill was $177,820. It was paid
without dispute. For 2002, PWSB’s tangible property was studied in detail by our new
tax assessor (see the study attached hereto as Exhibit 1 and incorporated by reference
herein), and valued at $20,000,000. PWSB’s tangible tax bill was $418,400. It was
paid, but was appealed. In 2003, PWSB’s tangible property was again valued at
$20,000,000, and the tax bill was $433,000. It was paid, but appealed. In 2004, PWSB’s
tangible property continued to be valued at $20,000,000, and the tax bill was $454,200.

It was paid, but appealed. In 2005, PWSB’s tangible property continued to be valued at
$20,000,000. Because of the effect of a statistical revaluation in Cumberland, the tax rate
dropped and PWSB’s tax bill decreased to $429,800. We expect it will be paid and then

appealed.

Q. What do you anticipate the tax bill will be on PWSB’s tangible property for
calendar year 2006?

A. We hope that our tax rate will not increase by more than 3.5%. The assessed value
should stay the same at $20,000,000, uniess there is a settlement or court decision.
Therefore, we anticipate 2006 tangible property taxes for PWSB of approximately
$444,843 (429,800 x 103.5%). The maximum percentage increase allowed by law is
5.5%, and although we do not anticipate an increase as high as 5.5%, if a 5.5% increase
were to take effect, then PWSB’s tangible property taxes would be approximately

$453,439 in 2006 ($429,800 x 105.5%).
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Q. Has Cumberland surveyed other communities in Rhode Island to determine
whether they assess and tax utility piping?

A. Yes. Ina telephone survey completed on December 3, 2003 by our tax assessor
Michael O’Leary (attached hereto as Exhibit 2 and incorporated by reference herein), he
contacted 38 of the 39 municipalities in the State of Rhode Island. Each tax assessor was
asked: 1) whether natural gas pipe lines existed in their municipality, and if so, whether
they were taxed; and 2) whether water distribution pipelines (that were not tax exempt or
owned by the municipality) were taxed. The result of this survey were that 27 of the 38
municipalities said that they had natural gas distribution pipelines in their municipality,
and all 27 of these municipalities taxed the pipelines at the tangible tax rate for that
municipality. With regard to water pipes, 9 municipalities had non-tax-exempt, non-
municipally owned water pipes, and all 9 of these municipalities informed our tax
assessor that they taxed the water pipes as tangible property. These municipalities are: 1)
the city of Cranston; 2) the town of Cumberland; 3) the city of East Providence; 4) the
town of Glocester; 5) the town of Narragansett; 6) the town of North Smithfield; 7) the

town of Portsmouth; 8) the town of Scituate; and 9) the town of South Kingstown.

Q. In addition to this survey conducted by your tax assessor, did Cumberland’s
solicitor advise the town that utility pipes located in Cumberland are taxable?
A. Yes, the town was advised by its solicitor that the Rhode Island Supreme Court case

of Providence Gas Co. v. Thurber 2 R.1. 15 (1851) established that property taxes may be

assessed by Cumberland upon utility owned pipes. It appears that if there are any

guestions left to be decided, they are only 1) what is the value of the pipe, and 2) does the
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tangible tax rate or real estate tax rate apply. These are 1ssues currently being litigated by

PWSB and Cumberland in Superior Court.

Q. You mentioned that your tax assessor did an analysis and formed an opinion of
the value of PWSB’s tangible property in Cumberland as of December 31, 2001
(Exhibit 1). What value conclusion did your tax assessor reach?

A. He concluded that all the tangible property owned by PWSB in Cumberland,

(including but not limited to water pipes), had a value of $20,000,000.

Q. Throughout its testimony, PWSB seems to imply that the tangible property
owned by PWSB in Cumberland consists only of water distribution pipes. Is this
correct?
A. No. As shown by Exhibit 1, PWSRB’s taxed tangible property in Cumberland is
extensive and includes many items other than the water distribution pipes. These other
tangible assets include the following: |

1. An aeration basin with a capacity of 23 million gallons.

2. A clearwell with a capacity of 500,000 gallons.

3. A settling basin with a capacity of 17 million gallons.

4. Floculators.

5. A dam on Mill Street.

6. Two large below-surface plant pumps.

7. Pumping station pumps with 6 and 12 million gallon capacities.

8. Lab equipment.
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9. A1 % mile, 4-foot pipeline which carries water from PWSB’s treatment plant
in Cumberland to the Pawtucket line.

10. Various miscellaneous tangible assets such as furniture, computers, and other
machinery and equipment, all as detailed in the report prepared by our tax

assessor and attached hereto as Exhibit 1.

Q. Do these items, in your opinion, benefit the entire PWSB system?

A. Yes, of course they do. Everyone benefits from the aeration basin, the clearwell, the
settling basin, the floculators, the dam, the various pumps, the lab equipment, the
furniture and fixtures, and the pipeline which carries the water from the plant in

Cumberland to the Pawtucket line.

Q. Are all of these items included in the $20,000,000 tangible property assessment
that resulted in PWSB’s tangible tax bill?

A. Yes.

Q. What about the 33.73 miles of water distribution pipe owned by PWSB in
Cumberland? Don’t those pipes primarily benefit the Cumberland ratepayers?
A. They primarily benefit the Cumberland ratepayers located in Valley Falls. They do
not provide much benefit the Cumberland ratepayers who are getting their water from

Cumberland though wholesale purchases from PWSB.
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Q. Why then, would a Cumberland sarcharge not be appropriate if the distribution
pipes that are included in the $20,000,000 assessment primarily benefit the Valley
Falls castomers?

A. Because in any utility system there will be assets that primarily benefit only one
group of ratepayers. However, to my knowledge, as testified to by all parties in the last
PWSB full rate filing, the usual rule is to spread these costs across the entire system.

This makes sense, because all of the ratepayers are getting the same product under
substantially similar circumstances and conditions. Therefore, if they are in the same rate
classification (i.e. residential customers), they should pay the same rate. In my opinion,

anything other than that would be discriminatory.

Q. Can you provide us with an example?

A. Certainly. One example in this case would be the substantial amount of funds that are
being proposed for the acquisition, repair, and ongoing maintenance of the Central Falls
distribution pipes. PWSB has not proposed a surcharge on the Central Falls ratepayers.
Yet, in this case, PWSB has estimated that it will cost $9.4 million to replace 11 miles of
Central Falls distribution pipes, to clean an additional 2 miles of pipe, and to replace
valves and hydrants in Central Falls. In addition, PWSB has included over $400,000 per
year in payroll costs to operate the Central Falls system. The same argument that PWSB
is trying to make against Cumberland would, if logically extended, require that a
surcharge be imposed against Central Falls to cover these costs, which are greatly in
excess of the taxes being assessed on PWSB’s tangible property in Cumberland.

Cumberland 1is not proposing that there should be a Central Falls surcharge. To the
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contrary, Cumberland is proposing that the usual rate-making rules should be applied and
that all costs should be spread across the board to all customers who are receiving water
under substantially similar circumstances and conditions. Simply put, all residential

ratepayers should pay the same price.

Q. Can you give us any further examples?

A. Yes. For years, PWSB has been relining its distribution pipes in the city of
Pawtucket. There are many more miles of distribution pipes in the city of Pawtucket than
there are in Cumberland. Cumberland ratepayers have (without complaint) been paying
their fair share of the extensive cost of relining these pipes. Cumberland ratepayers do
not utilize the Pawtucket distribution pipes. Therefore, utilizing PWSB’s argument in
this matter, a separate surcharge shouid theoretically have been imposed upon the city of
Pawtucket ratepayers to cover the cost of the relining of the Pawtucket water distribution
pipes. However, Cumberland is not iaroposing such a surcharge. Cumberland has no
problem paying its share of those relining costs, even though Cumberland gets no benefit
from them. Cumberland does, however, have a problem: (1) paying for the acquisition
and maintenance of the Central Falls pipes, (2) paying for the rehabilitation of the
Pawtucket pipes, (3) paying for the rehabilitation of its own pipes, and (4) on top of all
that, being assessed a huge surcharge. We think such a surcharge would be grossly unfair

and discriminatory.
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Q. Are you aware that the Public Utilities Commission did a survey of the water
utilities within its jurisdiction regarding the taxation of water pipes by
municipalities?

A. Yes I am, and I think this survey reinforces Cumberland’s position. Tangible
property taxation of water pipes is not unique in Rhode Island. The Commission Clerk
graciously furnished us with a copy of the responses given to the Commission in PWSB’s

last full docket (see Exhibit 3 attached hereto and incorporated by reference herein).

Q. Are some of the water utilities regulated by the Commission exempt from
property taxation?
A. Yes. The survey shows that Kent County Water Authority and Narragansett Bay

Comrmnission are both exempt by law from property taxation on their pipes.

Q. Did PWSB attempt to obtain a similar statutory exemption from taxation?

A. Yes. ] am aware that PWSB has caused legislation to be introduced into the General
Assembly in an attempt to get its pipes exempt from taxation, similar to Kent County
Water Authority and NBC. Copies of the proposed bills are attached as Exhibit 4 and

incorporated by reference herein. That legislation failed, and unless and until such

legislation is passed, PWSB’s pipes arc subject to property taxation. -

Q. In the Commission’s survey, did the Commission discever that a number of

municipalities were taxing water pipes?

10



10

11

12

13

14

15

16

17

18

19

20

21

22

23

A. Yes. For example, the town of Scituate, the town of North Providence, and the city of
Cranston all tax Providence Water Supply Board’s water pipes as tangible property. In
addition, the towns of Little Compton and Middletown appear to have taxed Newport
Water on pipes and pumping stations. Also, United Water has been taxed by the towns of
South Kingstown and Narragansett on water pipes. In fact, South Kingstown and
Narragansett both valued those pipes for taxation purposes at approximately $5 million,

according to the responses received by the Commission.

Q. Is the Cumberland surcharge being sought by PWSB in this docket the same
amount as the surcharge sought by PWSB in the last full rate case docket filed by
PWSB?

A. No, it is much greater. In the last docket, PWSB was seeking only to implement a

surcharge on the increase in tangible property taxes resulting from the increase in

assessed value from $8.5 million $20 million (as calculated in Exhibit 1 by our tax
assessor as of December 31, 2001). In his Schedule 7.0 in the last full docket, Mr.
Woodcock, the consultant for PWSB, calculated this tax increase to be $297,256. (There
was a dispute about the actual amount of the increase. Mr. Catlin, the consultant for the
Division, testified that the increase was $240,580, and Ms. Crane, another consultant for
the Division, testified that the tax increase was $213,204). In any event, as I read this
filing PWSB is seeking to impose a surcharge not just on the increase in taxes but on the
entire projected tangible tax amount for the rate year 2006, which PWSB has estimated
will be $530.812. First, as I explained above, I do not believe that PWSB’s tangible

property taxes for the rate year 2006 will be anywhere near $530,812. Second, I do not

11
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believe that a surcharge in any amount is appropriate, either for the increased portion of
the tangible property taxes that PWSB sought in the last docket (and this Commission

rejected), or on the entire tangible property taxes, as PWSB is seeking in this docket.

Q. Why do you think PWSB is proposing this expanded surcharge after a smaller
surcharge request was rejected by this Commission in the last full rate case?

A. Treally don’t know for sure, but I personally believe that PWSB is trying to get some
leverage over Cumberland in the pending Superior Court cases. However, I would
respectfully submit to this Commission that it is inappropriate for PWSB to try to exert
leverage over Cumberland by hanging the sword of a surcharge over the heads of
Cumberland’s water ratepayers. Under RIGL 44-5-27, a Superior Court appeal of the
tangible property taxation is by law the “exclusive remedy” available to PWSB for
challenging the tangible property taxation. In my opinion, it is therefore not appropnate
for PWSB to fight this taxation by also asking this Commission to impose a

discriminatory surcharge.

Q. Do you agree with Mr. Catlin’s testimony from the last PWSB full rate case
docket that implementing such a surcharge could open a “Pandora’s box™?

A. Yes, absolutely. [f PWSB’s proposéd surcharge is implemented, then groups of
ratepayers in every utility rate case (water, sewer, electric, gas, etc.) will begin arguing
that they should not pay for costs that do not benefit them. For example, if a surcharge is
implemented here, then in order to remain consistent, a surcharge would also have to be

implemented against every municipality that taxes utility pipes. A surcharge would also

12
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have to be implemented for the cost of any utility assets that are of no benefitto a
particular geographical group. For example, in this docket there would need to be a
Central Falls surcharge for the acquisition and maintenance of the Central Falls pipes,
and there would also need to be a Pawtucket surcharge for the relining of the Pawtucket
distribution pipes. There would also need to be a North Providence surcharge for the cost
of building and maintaining the Fruit Hill pump station, which only benefits the
Providence Water ratepayers in the Fruit Hill section of North Providence. These are just
a few examples. [believe that one of the salutary purposes of traditional utility rate
regulation is that it ensures that those who receive a regulated product under substantially
similar circumstances and conditions pay the same rate. I believe this makes good sense,
is in the public interest, and it is probably the primary reason why such a surcharge (by

the Division’s own admission) has never been implemented in the state of Rhode Island.

Q. Do you see other potential problems which could arise from the proposed
surcharge?

A. Yes, I see many of them. If a surcharge is established at a projected level for the rate
year 2006, then there will in all likelihood be mismatches. For example, no one knows
for sure what PWSB’s tangible tax bill will be in 2006. Moreover, tax rates change
nearly every year, and valuations often change as well, especially when there are
statutorily required statistical or full revaluations. Yet the surcharge being requested is a
fixed surcharge. It would be inappropriate to collect the surcharge that PWSB has
proposed here, which is substantially in excess of what 1 project will be the 2006 tangible

property tax bill. As the tax bills change in the future, mismatches and over-collections

13



10

11

12

13

14

15

16

17

18

19

20

21

22

23

(or under-collections) would result. The issue of potential refunds also would result in
complex rate-making and accounting issues that would not have to be dealt with if the
surcharge were not implemented. I also must emphasize that it is wholly inappropriate to
establish a surcharge for the entire tangible tax bill when much of the tangible property
being taxed clearly benefits the entire PWSB system, and when Cumberland ratepayers
have been paying their share of costs to improve other aspects of the PWSB system that
do not benefit Cumberland ratepayers in any way (such as the Pawtucket distribution

pipes and the anticipated acquisition and improvement of the Central Falls distribution

pipes).

Q. What would happen if PWSB was eventually successful in obtaining a legislative
tax exemption?
A. A surcharge would remain in effect, yet Cumberland would not be able to collect the

taxes.

Q. It has been pointed out that neithe;r Pawtucket nor Central Falls tax their water
distribution pipes. As a long-time Finance Director, do you have an opinion as to
why that is the case?

A. Yes. A municipality does not tax its own assets. It makes no sense to tax yourself.

In fact, the Supreme Court has ruled, specifically with regard to PWSB, that PWSB “is an

integral part of [Pawtucket] and...it is not a separate legal entity”. Hervieux v. Papineau,

611 A.2d 838, 841(R.1.1992). Pawtucket owns the distribution pipes located in

Pawtucket, and Central Falls still owns the distribution pipes located in Central Falls.

14
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PWSB’s pipes located in Cumberland, however, are not owned by Cumberland but are
owned by PWSB, and therefore these pipes, as well as all of PWSB’s other Cumberland-
located tangible assets as identified above and in Exhibit 1 are appropriately taxable in

Cumberland.

Q. Are the wholesale water purchases of Cumberland from PWSB on an increasing
or a decreasing trend?

A. The wholesale water purchases are on an increasing trend. For the period from July
10, 2002, to July 1, 2003, Cumberland purchased 572,942 hct of water wholesale from
PWSB. For the period from July 1, 2003, to June 30, 2004, Cumberland purchased
607,116 hcf of wholesale water, an increase of approximately 6%. From June 30, 2004
to June 30, 2005, Cumberland purchased 694,417 hef of wholesale water from PWSB, an
increase of 14.4% over the previous year. In other words, wholesale water purchases
grew by 6% from 2003 to 2004, and by over 14% from 2004 to 2005. Mr. Woodcock’s
wholesale estimate of 548,162 hcf'is mﬁch too low and unduly increases his proposed

Cumberland surcharge.

Q. If a surcharge is implemented, do you have any suggestions?

A. Yes. While I am hopeful that the Commission will agree that a surcharge is not
appropriate and will reject the surcharge request as it did in the last full PWSB rate case,
if the Commission implements a surcharge, then [ strongly urge that the funds from the
surcharge be placed into a restricted account to be used solely to pay the tangible

property taxes to the town of Cumberland. This will help to avoid difficulties when and

15
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if the Superior Court case is resolved. For example, if a refund is ordered by the Superior
Court or a settlement is reached that results in a refund, and a surcharge has been
implemented, then the refund needs to go to the Cumberland ratepayers who have paid
the surcharge. A restricted account would assist with that. If there were a surcharge, and
a refund was paid, it would be wholly inappropriate for the refund to be applied to benefit

the entire system.

Q. Do you have anything else you wish to add?

A. Yes. First, I would ask the Commission to recognize that PWSB still has its treatment
facility in Cumberland and that all the water for the entire PWSB system flows from
Cumberland through PWSB pipes located in Cumberland, into the PWSB system.
Although PWSB’s new treatment facility will be located in Pawtucket, as things currently
stand (and have stood for many years), all of PWSB’s treated water flows through
Cumberland before it gets into the PWSB system. Second, if this surcharge is
implemented, the sheer scope of the proposal demonstrates its unfairness. As proposed
by PWSB, there would be a 37.3% increase in water rates to Cumberland ratepayers, but
only a 16.7% increase in rates to all other PWSB ratepayers (i.e., those in Pawtucket and
Central Falls). Cumberland ratepayers will be receiving the same water under
substantially similar circumstances and conditions as Pawtucket and Central Falls
ratepayers, and they should all pay the same residential rate. All ratepayers should fairly
share in the burdens of the rate increase. A surcharge will only pit one ratepayer against

another and open a Pandora’s box of regulatory problems. We therefore respectfully but

16



strongly urge the Commission to once again reject PWSB’s second attempt to impose a

Cumberland surcharge.

Q). Does this conclude your testimony?

A. Yes.

17



B8/ 19/2383  15:47 38147951 MIOHAEL 0 LEARY buit 92

EXHIBIT 1

(al1) 726-2400
Sandfz St Laument x-13
Shidey Pembadton x-14

Fax (40 1) 475- 175

Michael W. O’Leary
Tax Assoasor
Emeil: moleary@cumiberlandsi.org

PO Gox 7
Cumhenzng, Rnode isiang 02824-00C7
www cumberiandr.org

Wednesday, August 20. 2003

Schacht & McEloy
Attorneys at Law
Atin: Michael R. McElroy

RE: Pawtucket Water Supply Board Tangible Property Acet # 16-1047-50

Dear Michael,

¥ have inspected the above captioned property for the purpose of reparting an opinion of
vaiue a5 of December 31, 2001. The below value does not consider the real egtate or the
ettached buildings.

Based on careful analysis and review of all pertinent data and considering all factors that
affect tangible values, I have formed the opinion that the subject warrants an estimated
value of tangible equiptoent as of the date mentioned, in the amount of:

TWENTY MILLION ($20,600,000) DOLLARS

The following pages contain the conclusions formed from an extensive review of the data
from which [ derived this tangible value estimate.

Sincerely,

L 4

,
ichael W, O'Leary, RI.CA 7
Tax Assessor '
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Michae! W, O'Leary
Tax Assessor

Email; moleary@cumberlandri.crg.

14011 728- 2000

Saruka 5t Laurer xe13
Shirigy Semberton x-14
Fax {401y 475-185:

B0, Box 7
curmberland, Rhode islend 528840007
www. cumbertandri o

SUFPPLEMENTAL INFORMATION:

The assessment for Pawtucket Water Supply Board was based on the value

of the equipment that was discovered on a field visit by Assessor Michael

O’Leary. Engineer Alan Champagne provided the inspection of the

equipment and the additional information concerning the assets.

The equipment to be assessed is as follows:

AIRATION BASIN - capacity 23 million gallons - approx. size 40° x 50°
Age unknown.

CLEARWELL - 500,000 galion capacity — built in 1946

SETTLING: BASIN - 17 million gallon capacity - built 1938 (4 in. conc.)

FLOCULATORS (and mixing coagulant)— two 210,000 12 inch

DAM ON MILL ST. - Bascule 3 x 160 — used for flood controi

PLANT ?UME’S -- Two Large Below Surface Pumps

PUMPING STATION PUMPS - 6 & 12 million gallon capacity

PWSB LAB EQUIPMENT - $50,000 update in 1990

PIPELINE FROM PLANT TO PAWTUCKET LINE - 1 . miles (4 f1.)

33.73 MILES OF WATER DIST. EST. AT 8 INCH & 12 INCH PIPE
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Michaz! W. O'Leary
Tax Assassor

Email: moleary @ cumoeriandri. org

PG Bax v
Cumberiand, Rhode Islang 228640007
www.cumberiardr org

CONSULTANT ESTIMATES

The estimations on the equipment were done by the following contractors:
Earth Tech — Paul Delong

U.S. Filter — Richard Johnson

Water Systems Consulting Group - Wiley Archer

Red Head Supply — Wally

E. W.Leonard - Zig

Pro M Fluid Controls.

AERATION SYSTEMS $ 500,000

CLEARWELL $1,800,000
SETTLEING BASIN $1,000,000
DAM ON MILL ST. $1,000,000
PUMPS IN TOTAL $ 800,000

LAB AND MISCELLANEQUS ~ $1,700,000

PIPELINE TO PAWTUCKET  $1,500,000

TOTAL ESTIMATES $7,500.000

33.73 Miles of Distribution $22,313,408

$661,530 per mile
$30,000,000 Total Value

Pagdt 44

(401} 725-2400

Sandra St Ladrent »-13
Shirley Per barton »-14
Fax {40+ 47518851
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PAWTUCKET WATER SYSTEM IN CUMBERLAND

INCOME APFROACH
PROJECTED FY 03 REVENUE - $12,464,002 (ENCLOSED)
EXPENSES - 50% - $ 8,202,210 (HIGH SIDE}
CAPRATE 10% -$62,020,010
COST APPROACH

MILES OF WATER MAINS AS REPORTED:

CENTRAL FALLS 4.46 MILES

CUMBERLAND 33.72 MILES

APPRAISAL FOR CENTRAL FALLS - $2,950,424 - VALUE PER MILE - $661 530

VALUE OF 33.73 MILES IN CUMBERLAND = $22,313,408 DEPRECIATED

TOTAL MISCELLANEOUS ESTIMATES = § 7,500,000 DEPRECIATED

TOTAL = $30,000,000 DEPRECIATED
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POTABLE WATER SYSTEM
INFRASTRUCTURE STUDY

Junc 1997

Prepared For:
City of Cen'ral Falls
380 Broad Street
Central Falls, RI 02861

Frepared By:
Siegmund & Associates, Inc.
49 Pavilion Avenue
Providence, R1 02905

R
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mprovements, and to allow sufficiet time for construction,

WICHAEL JOULEsRY

A summary of the long term infrastructure replacement is provided helowe

( Type Of System Component To
Year Bc Replaced Cost™
1998 - 2002 | 2~ Air Relzase Assembiy
59 = Hydrarts $138,900
2003 - 2007 | 59 ~ Hydrans
53,080 £t — Distribution Pipe $1,217.250
2008 - 2012 | 8,500 £ ~ Distribution Pipe $662,600
" 2013 -2017 {5,310 & - Distribution Pipe 3$388,300
H 2018 - 2022 | 360 ft - Distrifution Pipe $40,850
2023 - 2027 | 3 - Air Release Assembly
1 - Hydrant
8,760 ft ~ Distribution Pipe 3681,100
2028 - 2032 1§ 2,010 ft - Distribution Pipe $£149,0650
2033 — 2037 | 48 - Hydranis —ﬂ
: 5,030 £t — Distribution Pipe '$547,300
2038 - 2042 [ 340 ft - Distribution Pipc 325,500
2043 - 2047 | No Infrastructure Replacement
Scheduled During This Period $0
TOTAL $6,851.350
| (1) costis represented in 1997 dollas

DEPRECIATION VALUE OF THE EXISTING WATER SYSTEM

PrsE 87

The depreciation value of the existing water system is defined as the methed of depreciatiug a fised
asset whereby the assets yseful Jife is divided into the total cost less the estimated salvage value
Appendix A provides a listing of all of the water system compaopents and their associated depraciation

valng in terms of 1997 dollars.

THE DEPRECIATION VALUE OF THE EXISTING SYSTEM = § 2,950,424

City of Central Falls : Potable Water Syetem Infrastrucioee Stmcy

Erecutive Summary



@8/19/2983 15: 47 4E1477 ™M5] M ICHAEL

Michael W. O'Leary
Tax Agsessor
Email: moleary@cumberdandr.org

PO Box 7
Cumperiand, Rroda lsland 02884 0007
www Camberzncr o

0 ERRY

MARSHALL AND SWIFT COST ANALYSIS:

UTILITY PIPING (8 & 12 INCH - 3375 ML)
HANGERS

$60 PER LINEAL FOOT

PasE B8

(431} 728-2400

Bandra £1 Laurent x-13
Shivtey Pembancn x-14
Fax (4011 A7T5-1351

$10 PER LINEAL FOOT

METERS (3000 @ 120 EACH AS PER ENGINEER) $120 EACH INC. INSTALL

HYDRANTS (300 AT $10,000 AS PER ENGINEER)
1.5 MILES (7,920 L/F) OF 48" DIST.

HANGERS (48 INCH)

DAM (3 X 160)

PUMPS (4)

MISCELLANEOUS

TOTAL ESTIMATED VALUE

DEPRECIATION (56%)

REPLACEMENT COST NEW LESS DEP.

$10,000 EACH

5400 PER L/E

$20 PER L/F
$3.000,000 EACH
$150,000 EACH
$3,000,000 ESTTMATE
$26,000,000
13,000,000

$13,000,000
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Michael W. O'Leary
Tax Assessor

s 14011 7T28-2400
mail: moleery@cumbarandri.org

Sancra B Laursn! w13
Shirgy Pembesron x—14
Fax (431) 4T75-1857

20, Box 7
Cumbedand, Ahode shan: D2854-0507
www cumberandn. oy

APPROACHES TO VALUE:

The Three Approaches to Value, Market, Income, and Cost. were considered for this
opinion of value. The Market Approach revealed no valid sales of water distribution
systems at the time of this analysis. The [ncome Approach was considered using the
stated income, an average industrial expense rate and a capitalization rate consistent with
industrial standards. The Cost Approach considers replacement ost new less
depreciation based on originel ege end condition.

The information was gathered by on sight inspection to determine the asset list and the
condition of the equipment.

The letter sent on 1/28/2002 to all utilities in the Town of Curnberland clarifies the
depreciation rate for all utility equiptnent. It is reasonable to assume that equipment used
to provide utility service to the public is in at least averags condition considering public
safety. Upon personal inspection I found the equipment used in the wates distribution
systems awned by FWSB 10 be in sbove average condition for its age.

THE METHODOLOGY

The Supplemental Information describes the assets to be valued as of 12/31/2001. There
are two choices as to the method of value. Utility assets can be valued as real property or
izngible property. Values for real property are generated by 2 CAMA {computer assisted
mass appraisal} system which uses property description codes. There are no descriptive
codes for utility equipment svailable in most CAMA Systems. The equipment would
have 1o be designated as Miscellaneous Equipment. The alternative is to value the
equipment as tangible property and describe the property and analyze its value based on
research.

When et Annual Tangible Declarution Form i filed T analyze the filed values i see if
the fall into a reasopable range based on the results of my research.

When the Declaration is not filed 1 field check the assets and determine replucement cost
new less deprociation based on physical age.

This method of valuation is the Cost Approach and 1 use this method for all Tangible and
Real Property values for all the property in the Town of Cumnbexiand.
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Michael W, O’Leary
Tax Assasgor

Email: moleary@cumberiandr.org

{401) 728-2400

Sandra St. Lavrent %13
Shiriey Femberton x-14
Fax (401) 4751851

BO. Box?
Cumberand. Rhode Islans 02864-0307
wwvw curnberandn, org

I am 2 Rhode Island Certified Assessor and this method 1s consistert with the majority of
the Assessor’s in the Rhode Island Association of Assessing Officers. I am also o
member of the executive board for both the Appraisal Institute and the International
Association of Assessmg Officers. The methods used i the appraisal of the Town of
Cumberland are alsc consistent with the methodology recommended by both
associations.

I have been appraising commercial/industrial/utility property for fifteen vears in aix
different states for ad valorum (1ax purposes} values.

RECONCILIATION AND FINAL VALUE ESTIMATES:

The supplemental information describes the property to be valued. I solicited information
from many local contractors and established reasonable ranges of estimates of values for
the different equipment. The distribution system was compared to an engineeting stody
done in 1997 1o determina the value of the distribution system in Central Falls. The study
was done to determine the value for a possible purchase of this system by PWSB,

The Marshall & Swift analysis has limited equipment published but is helpful to support
a particular opinion of ad valorum vahie.

My goal as an appraiser is to develop ranges of values per unit of measurement, This

method allows values for tax purposes to explore these ranges to determine a reasonable
value for the subject. These values are not as detailed as an engineer study because of

time and budget restictions.

The range of depreciated value for the subject property is 513,000,000 to
$30,000,000 and the value of $20,000,000 is within this range of value.
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1575 Chiorirmsms e
1978 Cousite Tariks Y

; Pl

5.000 Gation Stews  °
1578 Rapit Mivers
1878 Chicring Scales
1875 Flecoulttors
1875 Carbon Mecring 3, 09
1975 Cehjan Tan's amd Pumpsg % ot £
1875 Contot Pancl & 5 om0

Pasing Equipmert
1325 Wy tmas, rER. 5O
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ITEM  QUAITITY CALENDAR YEAR
NO. PURCHARED
1 1 <508

2 18687

A 1 1007

4 k 1897

[ 1 1957 '

4 J 1990

12 1989

1% 5 1585

- ] 1997

2 1528

3 217

HeE

TEM  GUARTITY  GALENDAR YEAR

N, FPURCHASED
4 1 4994
Z 1 1988
a 1528
4 1 98
1 1997

MICHAEL O LEARY PAZE 85

PAGE B2
MINHGREL oLy o
DESCRIETION
Flonting Aeratrs.
- L gl
5090 Gt Sl Tank 55
Badtger Melere o 7, TARER ™ St
& P Y/ o Sns _ gyf-c00n
Signa Transmisston Eduip o

s AETER - D;rfez;i’*?_ﬂ
sy Couliond ¥

L
poor am T

. e
L =057

Pree  GeTC ps
Aif Tank end gk 15 PF
Chiarine Anslyrsrs 5o cach
Poiyrtgre Burn §or
Hach EC1000 Pk Systam > 27
So2iEH.
T2ZMGDPymp ¢ p0F
witn 800HP Motn
& MCE Pump Lo 24

with 325HF motor
Foa sl T L w0

CESCRFTION
Benantop PH Mater 5ol
Elecirods stand & strrer £ ©F
Pewes Gupply far Anglyzee Z0°
DR'8SC Cogrmmer 5EC
Bposirophlemewr A 6 5)

- fuwb S s

et &
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TOWN OF CUMBERLAND - ASSESSOR'S OFFICE
TANGIBLE PROPERTY ACCOUNT

FURNITURE AND FIXTURES - MA CHINERY AND EQUIPMENT

CALENDAR
YEAR
¥ RCHASEO

1908
1897
1908
1983
1984
1993
1982
1501

TOTALS

AGUISITION
cosT

517.850
10,088
30

5095
34,225
$75
541,870
$345,421

8427,030

REMAINING LiFE

86 %
ap 34
BO ot
%
60 %
S0 %
40 %
30 %

PURIFICATION PLANT - 120 MILL STREET

ITER
NO.

12
13

1&

QUANTITY

CALENDAR YEAR
PURCHASED

ta98
1957
1987
1997
1997
1994
1994
1993
1962
1662
1980
1589
1989
1989

1988

DESCRIPTION

Floating Aaratore
4000 Ga! Fuel Tank

Badger Meters

Signa! Transmission Equip

Bag Phone

Swivel Shairs
Woor Chairs
Typist Chair

Ph Mater

Copier

Air Tank and Mask
Chiorine Anakyrers
Polym‘er Bump
Fite Cabinet

Typewriter Tagie

MITHAEL O LEAaRY

REMAINING LiIFE
VALUE

§18,776
$17,387

- B0
$ea7
5735

$38

$16 668
$103,626

$156,526

TOTAL
AQUNISITION COST

§1.100
$80C
51;,500
34,600
£425
3100

$30

FLEE 2B

CALENDA&R
YEAR
TOTALS

$15 200

512,427

$1.900
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ITEM  QUANTITY CALENDAR YEAR

NG,

17 2
18 3
18 1
20 2
21 1

22 2
23 1

24 1

28 T
26 3
27 2

28 2

2e 2
30 2
bk 1

32 Z
338 1

34 1

35 1

38 1

ar 2
38 1
3% E
49 2

PURCHASED

1688
15388
1883
1983
188C
1880
1980

1878
18rs
1973
1975

1075

1978

1855

1856

MICHAEL. O LEARY

Elgciric Typawriter

DESCRIPTION

Turbidimetsrs
Fiberglasz alum Tanks
Swival Chalr

wouride Tamks
Caicu'ator
Emergency Air Masks

Emergency Stendby Purms
for Chlorinators

Diese! Ganeratur 285KW
Chernical Fead Pumps
Chiorinators

Caustic Tarks
5,000 Gafior Steel

Rapid Mixers

Choring Scales
Floceuiators

Carbon Machine

Calgon Tanks and Purrps

Control Panel &
Paging Equipment

File Cabinet
Desk

Tynist Chalr
Desks
File Cabinet
Desk

Book Cases

3350
TOTAL
AQLISITON COST
R3.200
$8.500
535
$5,000
$139
1125

$1.2%0

114,000
$16,450
$22 000

85,300

$8.000
$1.080
5'183.30{5
54,700
$5.220

%6,500

$a0

PaEE BT

CALENDAR

YEAR
TOTALS
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GEL47F B

41 3 1550
TEM  QUANTTY CALENDAR YEAR

NO. NGO NO,

42 2 1945

43 1 1845

¢ ' 1838

45 2 1830

4B 3 1830

47 2 183¢

PUMPING STATION #3 - RALCO WAY

ITEM  QUANTITY CALENDAR YEAR

NO. PURCHASED
1 1 4937

2 1 1828

3 1 1917

RICHAEL O'LEARY

Fiing Cakinaty

DESCRIPTICON
NO.

Filing Cahinsts

Blectrlc Fork ik

Cantro! Board

Woed Chairs

10 MBD Influent Pumps

with 100MP Motors

2 MGD Washwater Pumps
with 50HP Moters

DESCRIPTION
Hach EC 1000 PH Svsiem

12 MGD Pumn
with 800HF Maotar

5 MGD Purng
with 325MF matgr

WATER QUALITY LABORATORY - 120 MiLL STREET

ITEM  GUARNTITY CALENDAR YEAR

NQG. PURCHAGED
1 i 1988

2 1 1998

3 i 1898

4 1 1998

5 1 1697

8 1 10963

7 3 1684

DESCRIPTION

Benchtop FH fster
Elgctrode stand & stirrer
Power Bupply for Analyzer
DR/BS0 Calorimeter
Spactrophtemetar

Six Urit Stirrer

Desk Cha'r

$75
TOTAL
NO.
$80
3,500
$7.700

510
524 000

4,400

TOTaL
AQUISITION COST

51.625
56,300

52,700

TOTAL
AQUISITION COST
$610
$365
‘5235
$643
$6.233

Fids 88

SALENDAR
NG

5314.840

CALENDAR
YEAR
TOTALS
51.625

$5.500

CALENDAR
YEAR
TOTALS

§1.858
$6.233

FO85
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10

11

12

1ITEM

NO

13
14
158
16
17
i3

15

26
27

28

30
31
32

33

iy

(-]

1

GUANTITY CALENDAR YEAR

481475851

1804
1992

1992

PURCHASED

1e82
1882
1982

1962

1992
1892
1982
1992
18¢1
181
1991
1280
1988
1986
1985

1984

Ufiea Dask and Huich

Comauter Desk and Huirh

Chalrs
pH /ON Mater

Microscone

DESCRIPTION

Turnidimneter

Disohed Oxygen Mater
Mechanical Convection Oven
Sterilization Ovan (Dry}

Refigerator wih Freeze-

Refigerator

Muffie Furnaue
Dryirg Cven
Autoclave Sterilizar
GSlassware Washer
Apte Pipetior

Colony Counter

ot Platas

Ingubator

Water Bath, Coliform
Blectronie Baiance
Turbidimetar

pH /7 ION Meter
Anglitical Balance
Auioclave Sterilizer

Spactrophtometer

BIOHAEL O LEARY

PaizE  BY

5205

$330

8103 £937
%2148

B1.248

TCTAL CALENDAR
AQUISITION COST YEAR

TOTALS

$1.088
2588
$588
$428
$1.200
$ROE
5405
‘sage
$22.158
35895
$929
$483

‘$?92 $30,770
35.245
$1.,485

595 $7.335
5895
$1.840
%$1,458
58,246

$0 Deleteg 1997
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a4 1 1882 Turbidimeter 51148
35 1975 Turbidimeter $0 Deleted 1988
38 1 1975 UV Starifirer 5895 $13,727
COMPUTER EQUIPMERT
CALENDAR AQUISITION REMAINING LIFE BEMAINING LIFE
YEAR COSsT VALUE
PURCHASED
1998 50 8l % &0
1997 378 82 % 3781
1808 32,454 T3 b 31.718
1885 50 50 % 8%
1894-PRIOR 1,997 3] % $50g
TOTALS £5,427 $3,008
WATER QUALITY LABORATORY - 120 MILL STREET
ITEM  QUANTITY CALENDAR YEAR DESCRIFTION TOTAL CALEND AR
NO, PURCHASED AaQLISITION COSBT YEAR
TOTALS
1 1 1087 Printar - Hewle!t Packard 3078 $ETG
z 1 1998 Parsonal Computer - Cyber Max 52,454 $2.454
3 i 1882 Persenal Computer « Acar 80 Deleted 1028
4 1. 1992 Printer - Epsen 55494
5 1 1892 Fax/ Modem 405

G 5] ‘ 1282 Software Programs 3880 1,867
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integral part of the unit. [t is essential that the property ba logked upon as a
_complete unit.]iha value contributicn of any segment of the UL 10 TRe|
whole property may be detzrmined by sppropriate afiogation pmceduresi
once the vaiue extimate for tha entire system is complated. The unit methodl
of valuation has been uscd widely and hos been accepted by mest courty
throughout the yeard, If it were not accepted and aimost enivarsally osed,
the aiternative would be z fractional appreisal of components of enterprises
that operate in many differznt states or in many individual types of taxing
jurisdictions, Most jocal tax assessors simply are not equipped 16 handle
this type of appraisal. As a result, most reilrosds and public atilities or

public service companies are assessed at the staie level,

Many taxiug JUMGICHUnE G0 NOL SEPATELE feal propetty trom the per-|
soma) property of rairoads and publiz uiility or public service companies.
This is a practical approach, because it is often difficult to determine whe
| real property ends and personal property begins] Because sach segment of

the property contributes its share of value and dircctly or indirectly con-
wibeter to the entire paraings of the enterprise, it appears that such 2
separation would serve no valustion purpose. However, the separation may
be jegally necessary, zs for tax collectian purposes; in this ¢ase, the separa.
tion may be done after Lhe tota} valuation is performed. [However, (he
appraiser must be careful to avoid double-valuation of property.

Anather problem is that in some steles local jurisdictions assess all
properties above ground. When the appraiser is involved in such a furisdic-
tion he must be very aware of which portion of the property is localty
sssessed; otharwise, his appraisal here again wiil resuli in double taxation.
The appraiser must review the Jocal taxing statutes and applicables regula-
tions before beginning Hs appraisal.

APPRAISAL TECHNIQUES

The same appraisal principles that apply to any type of property & gqually
applicable to the appraisal of railroads and public utility or public service
companies. The only differences are the special appraisal technigues that
are mendated by the effect of government regulations on enrnings.

Tt getioral appratsal prachice, there are € recogni2ed approacheas 1o
estimating market valuc: cost, income, and market comparison. In the
appraisel of ruitroads and peblic utility or putlic service campanies, thers
are also three recognized approsches: cost, income, and a version gf th
rarkat compadsen approach calied the stock and debt appro

A 3% B men el k

eastow .
y 4. ke W
At T P .

i
—r

GOST APPROACH

The apprajser of railroads and public sty or pubiic service companics
must be famifiar with Spur types of cost. These are:

’ ) Origina? Cost. The actus] acquisiion cost of a proparty when flrst a0~
quired ov constucied. Ttems that must be imeluded in this figure aie

375 o

e i s 6 N TR, S U Wik W R
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comrolied cigsely by reguleiory agencies in A1asL instances. Many Hems
are incicded in cost Lnal would not be capitaiized in 8 nonreguiated con-
straction segject. In addition, soms of tha old orinir 2] costs on the books of
safircads aetuslly ace estimates in liey of accurese cost figumes.

7y Boph Vulve. The stiginal nistorical cost of a propsrty less the nccrﬁed
deprecinfion. It most Sases, hot aoat pad depreoation ot a5 required by
the rzgulatary agency. Book value sometimes is called net plant.

1) Reproduciion Coyr, The preseal doliar cost to produce sn exact duplicat2
of the existing property, vsing identical materials. This no longer is belng
ased in valuing mailioad and utiity property in most ares.

¢} Replacement Cost. The cot in current doilers to replacs a1 item with ane
hswins similer ot equat utility. This does not require replacement with an
identical property as is reguired ir. the reproduetion cost.

Origingl cost, book value, reproduction cost, and replacement cost are
carely Uie same as markel value. There are some few Mstances when e item
i new and represents the most modero equipment or building available, and
the decision Lo acquire or construct it is based on competant judgment
when this oceurs, cost and market value are the same. In most instpnces,
there are kems of obselescence present when the cost approach is consid-
ared. ln vccenl years, the rapid advance of tachpology and rapidly chang-
ingeconomic conditions have caused substantial obsolescence o be present
i most ralroed and public utility or public service company properties. The
availability and cost of fuel and the impact of the cevironmentalist have
become major factors.

Al thrae customary types of obsolescende muise s considered in the
appreiss) of these properties:

1y Physicel Deterivration. This form af depreciation is loie in value cavsed
by normal deteniprorion of propenty. ysually the result of normad g
However, inadequaie MainteaRce has & direct bearing on (he amount o
physical deteriortion mesent. The effect of inadequate ik maintenance
Is a major [actor with many ratiroads today.

2) Fanctional Obsotescence. This form of depreciation s iossin value caused
by functional deficiency within the property itoelf. Rapid technological
changes wilhin the past few yeoars have accelerated the functional obsoles-
conce in mpst properties) ] _

3y Eronemic Obsolescence. This form of depraciation is loss jn value coused
by factors outside the property. Thix loat ir value is in addition w normal
physisal deterioration and spy funcional osolescence, Lo the sppraisal of
railroads and publis utility or public gervice company propariy, ShIURE
ghaolessenct i 0 |
zarmings are regulated. 6 many MStances, competing forss of ranspo e~
tion ard subsidized. The gavemment also oficn mtarvenesin wage disputes
and Impossy aperating raguiations, The regulstory agencics usualiy are
sustomes-orianted in setling JOW rates of retasrn thad bave caused many
uLilities serious financial troutle. All of these factors can and do impost
ezonoimit nhsolescence that must be handied in the cost approach

3 The Appraital Jouraol, July 1978
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MICHSEL O'LEARY

EUMMARY OF ADVANTAGES AND DISADVANTAGES OF "ORIGINAL

COST" AND "PATR (PRESENT) VALUE" AS A RATE BasE .

The unual “orping! cost” methad whlizes the cumpany's depreciated book

values. The basiz differences between “original cost” and “fair value” aze

matters of philovophy and low. Should the rate base, on whith 5 yiflity s

sllowed 2 fair rats of raturs on present value, give effact to inﬂatianarj;- or

deflstionary chauges, 2 weil a5 tc depreciation which occurred aftes the

original cost war incurred? Fundameatally, the probled resolves Mxcli fate

the question of taking privite property withont compensaion by allowing

Joss than & fair retum oo present valye, Coliaterally the question is raiged as

to lhc extent to which this i countenancnd {or restricied ) by statute and

by law. The exteasive inflation of recent yeass hed made the “original cost”

method a5 8 base value for retum on Imvestment, grosily unfair to ulility

stockhelders. In most other types of Investment, incressed value of useful

physical assets due to infletion is reflected og equity va ey of investors,

However, it is arzued by some experts that “fair valoe” may better be

achigved through indexing original costs, than by actual eost base e3-

ginerring valuations. Depending on the character of the plant and equip-

- Inent appraised, there is probably something to be said, in specific cases, fy
favar of each method.

In summary, a division of opinion {irraspective of the Hope cass) still
exifts regarding the merits of “original cost™ vs, depreciated replacerpsnt
cast (faie value) 95 & base. For reasonms meviously mentiored, there i o
strong predilection for the “fajr value” hagis of valuing plant and equip-
meat as 4 rate base for investment imterest retumm o, sod recapture of,
presant value. For this reeson a noed exints for services of enginesrs and
appréisers as well as accountants’ expertize fn public utility rate cases, The
actuel reproduction cost estimates are reduced by deprecistion (loss in
value due o all causes: physical, encremic and functional ). OF these, por-
haps econiomiic and humetional deprecizbiont sre the most diffieult to mst)-
nate comectly. {Equipment in place, however, probsbly Tends i skic
1and more practically to indexing {trending ] original cost, than jnvent

and estimatod replacement cogt of buildings less depreciation.,

“ORICINAL COST YERSUS “PAIN VALUE"
The relative advantages and disadvantages o the use of the “origingl
cost” and “Fait valwe” methad of establishing a rate base for public utilities

might be surnmavieed as foliows:
ORICINAL, COST
Advantoges o
Simplieity~avoidy value estimates {appralsals), is defirite and readily ge-

cessible.
Uast of regulation | experts for commission) might be reduced.

KUrumLR: Publie rility Valuation
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Michael W. O’Leary EXHIBIT 2

Tax Assessor
Email: moleary @ cumberlandri.org

{401) 728-2400

Sandra St Laurent x=13
Shirley Pemberton x-14
Fax (401} 475-1851

PO. Box 7
Cumberland, Rhode island 02864-0007
www.cumberlandri.org

SURVEY OF TANGIBLE TAXING PRACTICES

A PHONE SURVEY COMPLETED ON 12/3/03 BY MIKE O’LEARY,
ASSESSOR FOR THE TOWN OF CUMBERLAND, CONTACTED
THIRTY EIGHT OF THIRTY NINE MUNICIPALITIES (NEW
SHOREHAM HAS A BOA NOT AN ASSESSOR) IN RHODE ISLAND:

THE QUESTIONS ASKED EACH ASSESSOR’S WERE:

ARE YOUR WATER DISTRIBUTION PIPES EXEMPT OR
MUNICIPALLY OWNED?

IF NOT EXEMPT ARE THEY TAXED AS TANGIBLE PROPERTY?

38 ASSESSORS” WERE CONTACTED

22 HAD EXEMPT/MUNICIPAL WATER SYSTEMS

9 HAD NON EXEMPT WATER DISTRIBUTION SYSTEMS
ALL 9 TAXED THESE SYSTEMS AS TANGIBLE PROPERTY

ALL 27 MUNICIPALITIES THAT HAVE NATURAL GAS TAX THE
DISTRIBUTION SYSTEMS AND PIPELINES AS TANGIBLE.

THE 9 ARE:

CRANSTON
CUMBERLAND

E. PROVIDENCE
GLOCESTER
NARRAGANSETT

N. SMITHFIELD
PORTSMOUTH
SCITUATE

SOUTH KINGSTOWN
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Kent County Warer :{hority - %

' . __ = :

QOctober 7, 2003 R

Ms. Cynthia G, Wilson - D
1 [
Senior Legal Counsel By

Public Unlities Commission
89 Jefferson Boulevard
Warwick, Rhode Island 02888

Dear Ms. Wilson:

I appreciate you reminding me of some information requested in your memorandum of
September 4, 2003, The following information responds to that request:

Issue One:  Property Taxes

1-1.

Ans,

Please indicate which cities/towns assess property taxes on Kent County Water
Authority. '

No cities or towns assess property taxes on the Kent County Water Authority as we are

. exempt. A fixed fee is established hacad o the faxes the year prior to our purchase of

property and 15 considered payment in lieu of taxes. This is based upon our statute and I
have included a copy of page 6 of cur Semi-Anmual Report which will indicate those
payments in lieu of taxes that have been made for each of the communities and fire
districts. '

For cach city/town that assesses property taxes, please indicate the most recent
asscssments and taxes paid for each of the last three years. Please also provide the
following: a) any information provided by the city/town to show the items being taxed
and b) whether the property is being taxed as real or tangible property.

Refer to response to question 1-1.

Please indicate whether Kent County Water Authority has challenged/appealed any of the
taxes assessed or valuations done in the past three years. Hf so, please provide the status
and/or outcome of those appeals.

I have no knowledge that this Authority appealed any so called taxes or payments in lieu
of taxes in the last three years. I am aware previous that an appeal with the Town of
West Greenwich was undertaken concerring the water tank at Technology Park for land

PQ Box 192
Wese Warwick, R 02893-0192
401-821+-9300
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1-4.

Ans.

" DPU

(not owned by the Kent County Water Authority) and tangible property. I believe that.

has-never been heard and the appeal is pending. No tax has been paid and no bills have
been recéived. o o

Water Authority. No allowance is given within our statute for tangible property that may
be built by the Authority in any city/town or easement right-of-way for water line or
structure installation.

Issue Twao: Compensation of Employees

2-1,

Ans.

Please provide a list of each employee title, current salary and benefits A template is
below: _

Please find the attached list, Please be aware that we do not determine salaries based
upon uitle. We have provided the general benefits as we do not have a listing of benefits
per emplovee title as 3]l employees received the same benefits at the Anthority,

Benefits:

Blue Cross Biue Shield, Single/Family Plan
Delta Dental, Single/Family Plan '
Long Térm Disability, employee only

Life Insurance, one times salary

1] paid holidays/year

2 personal days/year

5 sick days/year _

Longevity and education

A 4 J T TR VA

The Pension Plan. formula is based on years of service and salary calculated at the end of
company service. Copy attached.

For each employee title, please provide a brief description of the job, including the hours
worked.

‘We do not have empioyee descriptions based on employee title, but I have provided you

the descriptions that we utilize for operator certification. All employees work 40 hours
per week at the Authority unless overtime is required and requested.

" Please provide the following information for the past twelve (12) months:
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Issue One: . Property Taxes
1-1  Please indicate which cities/towns assess proj;)erty taxes on NBC_

Response: NBC’s enabling legislation (46-25-53) exempts the NBC from
property taxes.
1-2  For each city/town that assesses propérty taxes, please indicate the most recent
- assessments and taxes paid for each of the last three years. Please also provide the

following: a) any information provided by the city/town to show the items being
taxed and b) whether the property is being taxed as real or tangible property.

Response: n/a

1-3  Please indicate whether NBC has challenged or/appealed any of the taxes
assessed or valuations done in the past three years. If so, please provide the status
and/or outcome of those appeals.

Response: n/a
1-4  Please specifically indicate whether the tax assessment for each vear includes
pipes and if so, whether they have been taxed as real or tangible property

(whether or not the assessment/valuation has been challenged).

Responsea: n/a
D
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INFORMATION REQUEST of SEPTEMBER 4, 2003 -
FROM THE DIVISION OF PUBLIC UTILITIES AND CARRIERS

s

Issue One: Property Taxes

1-1.  Please indicate which cities/towns assess property taxes on the Pawtucket Water

Supply Board.
Response: Town of Cumberland
City of Attleboro
City of North Attleborough

- Town of Wrentham
Town of Lincoln

For zach city/town that assesses property taxes, please indicate the most recent
assessments and taxes paid for each of the last three years. Please also provide
the following: a) any information provided by the city/town to show the jtems
being taxed and b) whether the property is being taxed es real or tangible

property.

Response: Sce attached Hst 1-2.
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INFORMATION REQUEST OF SEPTEMBER 4, 2003
RHODE ISLAND PUBLIC UTILITIES COMMISSION

Issue One

1-3. Please indicate whether the Pawtucket Water Supply Board (“PWSB™) has
challenged/appealed any of the taxes assessed or valuations done in the past three years.
If so, piease provide the statns and/or outcome of those appeais.

Response: In 2002, the PWSB challenged tax increases based on increased assessments
of both its real and tangible property located in the Town of Cumberland, Rhode Island.
The PWSB’s appeal of its real property tax increase was settled. However, the PWSB’s
appeal of its tangible tax increase is currently pending in the Rhode Island Superior Court
(C.A. No. (3-1446).

In 2003, the PWSB once again appealed it tangible taxes in the Town of Cumberland.
The Tax Assessor denied the initial appeal, and the PWSB appealed his decision to the
Cumberland Board of Assessors. The appeal before the Board of Assessors is currently

pending.
new oo oo WL KeoughJr Esquire. . .

1-4. Please specifically indicate whether the tax assessment for each year includes pipes
and 1f so, whether they have been taxed as real or tangible property (whether or not the
assessment/valuation has been chalienged).

Response: The PWSE attempted 10 discover whether its pipes located in Cumberland
were taxed as tangible property at the tangible tax rate. This attempted discovery process
begap in June 2002, However, the PWSE could not obtain an answer. On the morming of
August 21, 2003 (the first day of hearings in Docket 3497), the PWSB was provided with
documents that purport to be an appraisal of the PWSB’s tangible property. After
reviewing these documents, it appears that the PWSB’s pipes are being taxed as tangible
property at the tangible property tax rate.

J. Keough Jr., Esquire



- oo

0870272005 0819 FAX 101 041 8248 ~  ppy
City of Newport, Rl
Water Division
September 25, 2003
Request for Information
Property Taxes

1-1.  Newport Water Division is assessed property taxes by the Towns of Little Compton,
Middletown, Portsinouth and Tiverton.

1-2.  The attached sunmmarizes the property taxes assessed by the Towns of Little Compton,
Middletown, Portsipouth, and Tiverton.

1-3.  To my knowledge The Newport Water Division has appealed the tax assessments in
Middletown and Portsmouth. '

Middletown taxes have not been paid for the past three (3) years as the commumties are
working on a reciporicity agreement. "

Portsmouth property tax assessments were appealed to the Portsmouth Tax Assessment
Board of Review for taxes assessed 12/31/1 999; 12/31/2000; and 12/31/2001. The Board
of Review denied the City’s appeal for 12/31/1999 assessed taxes and the tax appeal is

now pending at Superior Court. The Board of Review adjusted the assessments for
12/31/2000 and 12/31/2001 assessed taxes. '

1-4.  Indicated on sumnmaries. S
Compensation of Employees

2-1.  Attached.

2-2.  Attached.

2-3.  a. The number of Positions authorized by the PUC is 47.

b. The number and title of positions filled in each month.

osition Date Hired
Financial analyst 6/2/03
Water Plant Operator 3/24/03
Water Plant Operator 4/21/03
'Water Plant Operator : 4/7/03
Water Plant Operator 9/22/03

7T of 3
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THE CITY OF NEW?ORT, RHODE ISLAND - AMERICA'S FIRST RESORT
DEPARTMENT OF PUBLIC WORKS

Julia A. Forgue, PE

Director

Dilittes Division

(401) 847-0154

Clean City Prograr
October 15, 2003 o0 545,295
Ms. Luly Massaro Director’s Office
Commission Clerk ; :gﬁ g:g:g;i; Fa
RI Public Utilities Commission

89 Jefferson Boulevard
Warwick, RI02888-1046

RE: Revised property tax information requested in Memorandum dated September 4% 2003:

Dear Ms. Massaro:

Enclosed are revisions to the property tax assessment and taxes for the City of Newport Water
Division and nine (9) copies. The previous information provided for municipalities Tiverton and
Middletown was found to include erronsous information which has been corrected. I apologize
for any inconvenience this may have caused.

Please contact this office should there be any questions.

very truly yours,

ia A. Forgue, PE .
Director of Public Works g - =<
f— o P
Enclosure -J';
o - e
I A
c.c Karen Garcia, Financial Analyst A r S
: &

City Hall, 43 Broadway, Newport, RI 02840-2798
www.cityofnewport.com
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PUC —REQUEST FOR INFORMATION

Issue One:  Property Taxes
I-1  UWRIis assessed propérty taxes in both towns it serves, South Kingstown and
Narragansett.
1-2 The past three years of assessments and taxes
South Kingstowr: - 2003 2002 2001
Vaiuation land & bldg. 2,233,290 2,232,780 2,223,780
Taxes 44,455 42,464 39,806
Valuation pipes & hydts. 5,830,095 5,830,095 5,830,095
Taxes 116,077 110,888 _ 104,359
Total Taxes 160,532 153,355 144,165
Narragansett - 2003 2002 2001
Valuation land & bldg. 140,500 134,500 134,500
Taxes 2,171 2,504 2,453
Valuation pipes & hydts. 5,424,680 5,424,680 4,931,530
Taxes 8381t 101,116 T 89051
85,982 103,623 92,404

Total Taxes
(Find attached 2003 assessments)

i-3 UWRI bas challenged the assessments in both iowns within the past three years
The chalienge has gone only as far as each local assessor with lumited results.

1-4 Pzpes and hydrants are included in the tax assessment and the breakdown cat&be
secn in schedule above and also with attachments. jy
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PUBLIC UTILITIES COMMISSION
REQUEST FOR INFORMATION
SEPTEMBER 2003

Issue One: Property Taxes

1-1

i-4

Please Indicate which cities/fowns assesses property taxes on Woonsocket Water

Division. :

For each city/town that assesses property taxes, please indicate the most recent
assessments and taxes paid by for each of the last three years. Please also provide
the following: '

a. Any information provided by the city/town to show items being taxed

b. Whether the property is being taxed as real or tangible property

Please indicate whether Woonsocket Water Division has challenged/appealed any
of the taxes assessed or valuations done in the past three years. If so please’
provide the status and/or outcome of those appeals.

Please specifically indicate whether the tax assessment for each year includes
pipes and if so, whether they have been taxed as real or tangible property
(whether or not the assessment/valuation has been challenged).

Please see attached form: Property Taxes
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Property Taxes

1-1 Please Indicate which cities/towns assess property 1axes on Woonsocket Water Division.
1.2 For each cityftown that assesses property taxes., please indicate the most recent assessments
and taxes paid for each of the Jast three years. Please aiso provide the foliowing:
a) Any informaticn provided by the city/town to show the items baing taxed
b) Whether the property is being taxed as real or tangible property

: FY 2003 EY 2002 FY 2001
Nortit Smithiield $128,589 $104.145.00 $94.366.DQ'_
Slackstone $12,660 59,712.00 $15,976.00
Lincoln - 59,712 $9,652.00 $12,012.00
Smithfieid - 813,777 $13,375.00 $10.876.00
Albien Fire District $411 $367.00 $310.00
Manvilie Fire District $3z7 $327.00 $267.00
TOTAL - $166,475 $137,578.00 $1 33,807.00

All properties are taxed as real property with the excephian of the Woonsocket Reservoir in
Nerth Smithfield:; that property is taxed as tangible property.

Property List
North Smithfield _ .
Sayles Hill Rd., 131 Otd Sayles Hitt Rd., Reservoir-Rd., 1030 Smithfield Rd.,

Off Eddie Dowling Hwy., Manvilie Rd., Off lron Mine Rd., Rocky Hill Rd.,

Biackstone- -+ - o . o
Quickstream/Harris, Off Farm 3t., Harris Pond

Lincoln
Sayles Hiil Rd., Old River Rd., Reservoir Rd., Eddie Dowling Hwy., Oid Great Rd.
Albion Fire District :

Manville Fire Disfrict

Smithfield

90 West Reservoir Rd., Rocky Hill Rd., 111 West Reservoir Rd., 250 Reservoir Rd.,
201 Reservoir Rd.

1.3 Please indicate whether Woonsocket Water Divison has challenged/appeated any of the {axes
assessed or valuations done in the past three years. I so, please provide the status andfor

ouicome of those appeals.

Woonsocket Water Divison has nor appealed any valuations in the. past three years.

1-4 Please specifically indicate whether the tax assessment for each year inciudes pipes and if so,
whether they have been taxed as reat or tangible property.

Woonsocket is not currently taxed for pipes. The attached tax bills give the itemization
for rezl and tangible property.
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September 26, 2003
Toea
Mrs. Luly E. Massaro, Commission Clerk =t S
Public Utitities Commission _ R
89 Jefferson Boulevard g2
Warwick, RI 02888 Lo T
.. =
Re: Commission Request for Information September 4, 2003 - T3
e -
Dear Mrs. Massaro: ’ ' s

Enclosed please find an original and nine copies of Providence Water’s responses to the
Commission’s request for information due September 26, 2003.

If you have any questions, please contact me at extension 7217.

Providence Water Supply Board

Manager of Regulatory

cc. M. McElroy, Esq.
B. Kilduff
B. Spinelli
J. Bondarevskis
file

HAWPDOCS\PUC\LMS2603 wrd

WWW.PROVWATER.COM

552 ACADEMY AVENUE ¢ PROVIDENCE, RHODE ISLAND © (2908 © (401) 521-8300 © FAX (401) 331-5081 o TDD (401) 751-0203
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Commission Data Request 09/04/03

Issue One: Property Taxes -
Q.1-1. Please indicate which cities/towns assess property taxes on Providence Water.

Answer: Scituate,
Foster,
Cranston,
North Providence,
Johnston,
Glocester
West Warwick,
West Glocester Fire District,
Harmony Fire District,
Chapachet Fire District,
Warwick.

Prepared by: J. Bondarevskis, 9/25/03
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Commission Data Request 09/04/03

Issue One: Property Taxes

Q. 1-2. For each city/town that assesses property taxes, please indicate the most recent
assessments and taxes paid for each of the last three years. Please also provide the
following: a) any information provided by the city/town to show the items being
taxed and b) whether the property is being taxed as real or tangible property.

Answer: Please see attached for spreadshest of tax type (real, tangible or both), valuation,
and taxes paid. The city/town provides only the tax bill. In certain cases when
Providence Water feels more information is needed, Providence Water will go to
the City/Town hall to review and/or copy the Tax Assessor’s field cards, which
show how the values are derived.

Prepared by: J. Bondarevskis, 9/25/03
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Commission Data Request 09/04/03

Issue One: Property Taxes

Q. 1-3. Please indicate whether Providence Water has challenged/appealed any of the
taxes assessed or valuations done in the past three years. If so, please provide the
status and/or outcome of those appeals.

Answer:

Scituate: _
Appealed CY 2001 (FY 2002) valuation and taxes, and Forest Land Classification denial
Appealed CY 2002 (FY 2003) valuation and taxes, and Forest Land Classification denial
Both the valuation and forest land appeals are currently pending in Superior Court, but we
are engaged in mediation to try to settle the cases.

Foster:
Applied for Forest Land Classification January 2002
Applied for Forest Land Classification January 2003
Have not received written denial of forest land classification requests, but we have
discussed settlement. Those dlscussmns are on hold pending the outcome of the Scituate
mediation.

Johnsion
Applied for Forest Land Classification January 2003, but no written demal received 1o
date.
Appealed CY 2002 (FY 2003) valuation and taxes
Received reduction of $2,977,400 of valuation

Glocester
Appealed CY 2002 (FY 2003) valuation and taxes
Currently pending in Superior Court.

Please note that the FY 2004 appeals are due in September or October 2003, depending on when
the first quarter taxes were due. Providence Water is in the process of preparing appeals to
preserve our rights.

Prepared by: J. Bondarevskis, 9/25/03
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Commmission Data Request 09/04/03
Issue One: Property Taxes
Q. 1-4. Please specifically indicate whether the tax assessment for each year includes
pipes and if so, whether they have been taxed as real or tangible property (whether
or not the assessment/valuation has been challenged).

Answer; Scituate does tax Providence Water for the 78" and 90" aqueducts which leave the
treatment plant. These “pipes” are taxed as tangible property.

Cranston does tax Providence Water for pipes as tangible property.

North Providence does tax Providence Water for piping at the Longview
Reservoir and Fruit Hill Pump Station as tangible property.

For status of tax challenges, piease see our response to Commission 1-3.

Prepared by: J. Bondarevskis, 9/25/03
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STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2065

AN ACT
RELATING TO TAXATION -- PROPERTY SUBJECT TO TAXATION

Introduced By: Representatives E Coderre, San Bento, O"Neill, Rose, and Kilmartin
Date Introduced: February 08, 2005

Referred To: House Finance

It is enacted by the General Assembly as follows:
~ SECTION L. Chapter 44-3 of the General Laws entitled "Property Subject to Taxation" is
hereby amended by adding thereto the following section:

44-3-60. Tax exemption — Pawtucket water supply board. — All water pipes owned

by the Pawtucket water supply board and/or by the city of Pawtucket for the purpose of providing

drinking water shall be free and exenmt from all taxation,
. SECTION 2. This act shall take effect upon passage.

LCo1168
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EXPLANATION
BY THE LEGISLATIVE COUNCIL.

OF

AN ACT

RELATING TO TAXATION — PROPERTY SUBJECT TO TAXATION

W
This act would exempt from all taxation all water pipes owned by the Pawtucket Water
Supply Board and/or by the city of Pawtucket for the purpose of providing drinking water.

This act would take effect upon passage.

LCG1168
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STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, AD. 2005

AN ACT

RELATING TO TAXATION — PROPERTY SUBJECT TO TAXATION

Introduced By: Senators McBurney, and Doyle
Date Introduced: Febmary 02, 2005

Referred To: Senate Commerce, Housing & Municipal Government

. Itis emacted by the General Assembly as follows:
SECTION 1. Chapter 44-3 of the General Laws entifled "Proparty Subject to Taxation"
is hereby amended by adding thereto the following section:

44-3-68. Tax exemption -- Pawtncket water supply board. — All water pipes owned by

the Pawtncket water supply board and/or by the city of Pawtucket for the purpose of providing

drinking water shall be free and exempt from all taxation.

. SECTION 2. This act shall take effect upon passage.

LC01077
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT
RELATING TO TAXATION — PROPERTY SUBJECT TO TAXATION

This act would exempt from all taxation all water pipes owned by Pawtucket Water
Supply Board and/or by the city Pawtucket for the purpose of providing drinking water.

This act wonld take effect upon passage.

LC01077



